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E.O. 11652: N/A 
TAGS: EFINIT 

SUBJ: SLIGHT REDUCTION IN ITALIAN PRIME RATE TO 17.25 O/O 

REF: A. ROME 14826 OF OCTOBER 25. 1974 
B. ROME 2140 OF FEBRUARY 13, 1975 

1. ACCORDING TO MILAN FINANCIAL DAILY "IL SOLE-24 ORE", 

ITALIAN BANKING ASSOCIATION ON MARCH 6 ANNOUNCED AGREEMENT 
BY BANK CARTEL TO LOWER INTEREST RATE APPLICABLE TO BORROWERS 
BY AT LEAST ONE PERCENTAGE POINT (E.G., FROM 18.25 TO 17.25 
PERCENT FOR PRIME BORROWERS), WITH EFFECT FROM APRIL 1. 1975. 

BANK CARTEL DECISION WAS BASED ON RECENT RECOMMENDATIONS OF 
BANKING ASSOCIATION TECHNICAL SUB-COMMITTEE AND REPRESENTS 
COMPROMISE BETWEEN SOME CARTEL MEMBERS (MAINLY LARGE BANKS). 
WHICH REPORTEDLY WISHED TO STRICTLY LIMIT REDUCTION IN PRIME 
RATE. AND OTHER MEMBERS (MAILY SMALL BANKS). WHICH SOUGHT 
REDUCTION IN PRIME RATE OF FROM 1.5 TO 1.75 PERCENT. 

2. MODEST INTEREST RATE REDUCTIONS ARE BEING CRITICIZED 
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BANKS, IN REPLY, ARGUE THAT LARGE DIFFERENTIAL BETWEEN CURRENT 
INTEREST PAID ON DEPOSITS AND CURRENT INTEREST CHARGED TO CLIENTS 
IS MORE APPARENT THAN REAL, SINCE BANKS STILL HAVE LARGE 
PORTFOLIOS OF OLDER, LOWER INTEREST RATE LOANS AND BECAUSE 
EARNINGS ON ALL REQUIRED PORTFOLIO INVESTMENTS ARE RELATIVELY 
LOW. COMMENTATORS NOTE THAT MODEST REDUCTION IN PRIME RATE 
WAS MAINLY FORCED UPON BANKS BY PRESSURE OF PUBLIC OPINION 
AND BY MORAL SUASION BY ITALIAN MONETARY AUTHORITIES. VOLPE 
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